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On July 24, El Salvador's Legislative Assembly approved a law that paves the way for the sale of the
state telephone company Administracion Nacional de Telecomunicaciones (ANTEL). In September
1996, the governing Alianza Republicana Nacionalista (ARENA), which at that time had an absolute
majority in the 84-member Assembly, rammed through a law that authorized the sale of 100% of
shares in ANTEL.
In January of this year, despite firm opposition from most other parties and from labor and
grassroots organizations, the government opened ANTEL to bids by foreign companies and hired
the financial consulting firm Morgan & Stanley to manage the sale (see NotiCen, 09/26/96 and
02/06/97). In legislative elections last March, however, ARENA lost its majority in the Assembly,
which then became a pluralist forum through which opposition parties particularly the Frente
Farabundo Marti para la Liberacion Nacional (FMLN) hoped to alter, or completely roll back,
government economic policies (see NotiCen, 04/03/97 and 05/08/97).
Although the opposition parties, which range from extreme left to extreme right, sharply disagree on
most economic and social issues, they all opposed the 1996 law on ANTEL privatization, since it was
written and approved by ARENA with almost no input from other parties.

Assembly revokes law to privatize ANTEL
On May 29, all 56 opposition legislators voted unanimously to revoke the 1996 law, with ARENA's
28 deputies abstaining. The same lawmakers then approved the formation of an ad hoc commission,
with representatives from all nine parties or coalitions in the Assembly, to rewrite the law. The
commission reviewed the issue for nearly seven weeks, debating a wide range of proposals that
included the FMLN's outright opposition to ANTEL's privatization, ARENA's insistence that the
firm be completely sold to the private sector, and a variety of moderate motions to sell either a
majority or minority of shares to private investors.
From the start, the FMLN which had the backing of the ANTEL labor federation Asociacion
Salvadorena de Trabajadores de Telecomunicaciones (ASTTEL) was marginalized on the
commission. All the parties, including social-democrat legislators generally allied to the FMLN,
agreed that ANTEL should at least be partially sold off. "The management of the firm should be
turned over to a strategic foreign partner that should have the right to run the enterprise, including
the hiring and firing of workers, as it sees fit," said Ruben Zamora of the Convergencia Democratica
(CD), who was the presidential candidate in 1994 on a CD-FMLN coalition ticket. "But the state
should retain part of the enterprise to safeguard basic public interests."
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New law grants foreign partner 51% of shares
In mid-July, the commission approved a bill that calls for ANTEL to be broken into two enterprises,
one that handles traditional telephone lines and one that manages wireless services. By dividing the
company, the deputies hope to foment competition. Under the bill, a 51% stake in both firms would
be sold off to two "strategic foreign partners." In the traditional service company to be renamed
Compania de Telecomunicaciones de El Salvador (CTE S.A.) the state would retain 25% of shares
and would be granted representation on the board of directors. Another 14% of shares would be
sold to domestic investors and the remaining 10% to ANTEL workers. In the wireless company to
be renamed Internacional de Telecomunicaciones (INTEL S.A.) the state would be prohibited from
holding shares. The remaining 49% stake would be sold to domestic investors.
On July 24, the bill was approved by a 52 to 32 vote in the Assembly. The FMLN's 27 deputies all
voted against, arguing to the end that ANTEL is a strategic enterprise that should remain in state
hands but be modernized to improve efficiency and technologically upgraded. The Partido de
Renovacion Social Cristiana (PRSC), which has three deputies, and the Partido Liberal Democrata
(PLD), with 2 representatives, also voted against. The former had argued for the state to retain a
majority stake in ANTEL, while the latter supported the bill but cast a protest vote demanding that
longstanding charges of corruption in ANTEL be investigated as part of the privatization plan.

Most public-opinion polls reveal opposition to sale
With the law approved, the government has requested that Morgan & Stanley reopen the
preselection process for potential bidders. In March, before the privatization plan was halted, four
foreign firms had been selected to participate in the auction US companies Bell South International
and GTE International, France Telecom, and the Swedish Telia Overseas AB. Government officials
believe, now that the privatization law has pluralist backing, that more foreign companies will be
interested in bidding on one of the two firms. "Morgan & Stanley had an original list of 28 potential
bidders," said ANTEL president Juan Jose Daboub. "We're going to go back and knock on their
doors again, because with the new law we believe there will be much more enthusiasm than before."
Notwithstanding the rewriting of the law, however, most public-opinion polls continue to
demonstrate that a majority of the population opposes ANTEL's sale. A survey by the Jesuit-run
Universidad Centroamericana (UCA) in late May, which interviewed 1,217 people nationally,
showed that 57.1% of respondents are against ANTEL's privatization. In another national survey by
the conservative Universidad Tecnologica (UTEC) in early July, 46.25% of respondents oppose the
sale, compared with 30.57% who support it. In that same survey, 64.93% of respondents said they
believe that ANTEL services could be improved without selling the firm.
Only one survey, carried out in mid-July by the Costa Rican firm CID-Gallup, showed a 55%
majority in favor of the sale. That survey which appeared in the midst of legislative debate over
the new law has been widely criticized, however, because it does not state when or where it
was conducted or how many people were interviewed. [Sources: Notimex, 07/15/97; Inforpress
Centroamericana (Guatemala), 06/20/97, 07/18/97; Prensa Grafica (El Salvador), 05/29/97, 05/30/97,
06/02/97, 06/04/97, 06/06/97, 06/07/97, 06/12/97, 06/13/97, 07/04/97, 07/08-10/97, 07/16-19/97,
07/22-25/97]
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